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INTRODUCTION:
l CHARACTERISTICS OF THE
ECONOMIC CRISIS
This paper will a) briefly sununarize the distinct features of the African economie crisis,
b) diseuss the relevance of adjustment policies to remedy the crisis situation and c)
examine how the basic policy objective of 'food security* is affected by the EMDF/World
Bank structural adjustment programme.
Although different views on the causes and remedies persist, there appears to be litde
disagreement about the major economie manifestations of the on-going crisis:
alarmingly low levels of Investment in both the industrial and agricultural sector of the
economy. Manuf acturing firms not only contribute little to the Gross Domestic Product
(around 10%), but also are incapable of confronting international compétition due to
their high-cost production structures. The 'immaturity' of industries is pardy caused by
the high degree of protection accorded to them in the context of the pursued 'import-
substitution development strategy'.
Their products are hardly exported and consequently earn litde f oreign exchange.
Meanwhile, for theii opérations, diey are gready dépendent of imported capital- and
intermediate goods absorbing much of thé limited stock of foreign exchange,
growdi of agricultural output, food production in particular, has stagnated mainly as a
resuit of surplus-extracting and tax policies to die benefit of odier sectors of die
economy.
Africa's (already small) share in world agricultural trade has continued to fall and
productivity, especially in food production, has remained at a low leveL Growdi has
primarily corne from area expansion (with related problems of growing land scarcity and
land dégradation), not from yields increases per land unit. Until now, it seems diat die
'Green Revolution'has bypassed die African continent.
generally, African countries have very 'open économies', sensitive to developments in
international commodity and capital markets. Imports and exports togedier account for
a large share of total national income in most countries.
Unfortunately, in thé 1980s international priées as well as volumes of Africa's traditional
exports (cotton, cocoa, coffee, copper) experienced declining trends, contributing to
furdier érosion of thé 'ability to import' essential products (fuel for example). Odier
developments exacerbating Africa's balance of payments position include: rising priées
of imports; protectionist policies on die part of die industrialised countries; higher
interest rates and declining flows of financial resources into African countries. The
combbed effect of these trends was a rapidly growing disequilibrium m die balance of
payments and subsequendy die building up of external debts (15 billion dollar in 1974
and circa 150 billion dollar in 1989).
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Of importance is that all these adverse events, perhaps with the exception of reduced
volumes of exports, are beyond the control of African governments. This leads to the
conclusion that actual serious balance of payments problems largely originated from
external sources.
Prospects of meeting the debt-servicing obligations are remote since repayments repre-
sent such a high percentage of yearly export revenues: up to 50% on the average, but in
som cases approaching 100%.
As from 1986, Sub Saharan Africa actually paid its overseas lenders more than was
received in the form of new funds. For example, the net outflow of capital to the IMF
amounted to nearly l billion dollar in that year.
Imports in many countries, as a result, have been scaled down significantly to an average
of 30% lower from their 1980 levels. Réductions also include capital- and intermediate
goods, needed to maintain existing production capacities. It is widely acknowledged
that the 'import squeeze' threatens to jeopardize Africa's recovery efforts.
— a next characteristic of the African crisis, often brought forward, is the over-extended
size of African states and bureaucraties. The numerous inefficiently operating public
organisations and parastatals are largely responsible for frequently high public sector
déficits. A second explanation for the large size of the state is that is has taken up the
rôle of 'employer of last resort' providing jobs to the swelling numbers of the labour
force. This phenomenon is related to the lack of remunerative, income generating
employaient opportunities in the industrial and agricultural sectors.
The growing discrepancy between public expenditures and the shrinking base of
public revenues due to declining incomes in the economy 'seduced' governments to
'create money' by printing more banknotes thus adding to already high rates of
inflation.
— finally, sluggish growth in output from industry and agriculture, combined with high
rates of population growth (by itself a reflection of prevailing poverty) resulted in
declining per capita incomes in the majority of Sub Saharan countries. Income levels in
1990 are back to their levels of 30 years ago.
It is important to stress hère that a serious shortage of supply of goods (and services)
lie at the root of the crisis, leaving a large part of consumer demand unsatisfied.
II AOJUSTMENT POtlCIES: Africa's lasting crisis calls for fundamental policy reforms and alternative stratégies. In
AIMS AND INSTRUMENTS the 1980's countries in great numbers turned to the IMF and World Bank for assistance,
although some with great reluctance.
It should be realised from the onset, that IMF policy orientations fundamentally
differ from World Bank objectives and that as a result the 'package of adjustment poli-
cies' may show internai contradictions. Basically the IMF objective is clear-cut:
restoring equilibrium in the balance of payments and improve the country's ability to
meet its debt obligations.
Without much concern for the external causes of occuring disequilibria, IMF policies
are primarüy directed at correcting the prevailing gap between aggregate demand and
aggregate supply. Departing from the assumption that the level of domestic consump-
tion (or expenditures) relative to domestic production capacity is too high, there is an
evident need to squeeze domestic demand 'so as to live within ones possibilités'. This
policy domestic contraction and déflation should bring about a new equilibrium in the
balance of payments, furthermore lower the level of inflation and reduce the public
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sector deficit. Essential instruments with which to meet these objectives include: déval-
uation of the currency in order to stimulate exports and reduce imports, tax increases
and réductions in government expenditures.
In contrast to the IMF, the World Bank, as a development bank, focuses not on the
demand side of the economy but on the supply determining factors. World Bank's
objectives are, generally speaking, to remove policy induced 'distortions' which are
considered to be constraints to improved efficiency and compétition in the domestic
economy. Policy instruments to enhance supplies are: removal of food, and other types
of susidies; libéralisation of trade and foreign exchange controls; a réduction in the real
wages of workers (with the aim of increasing profits and subsequently Investment
rates); privatisation of inefficient government organisations (for example marketing
boards); raising domestic interest rates (in order to increase domestic savings) and aboli-
tion of priée controls.
For thé saké of thé discussion on thé impact of IMF/World Bank adjustment poli-
cies, thé following observations and statements may be of help:
1 IMF and World Bank, as a resuit of their differing aims, may run the risk of 'treading on
one another's toes', EMF stabilization measures involve, among others, lower aggregate
expenditures. But these expenditures definitely represent incentives for expanding
supplies of goods and services. Agriculture is a case in point: to comply with IMF stabi-
lization conditions the government may décide to reduce expenditures on fertilizer
subsidies, extension services, credit, rural infrastructure, expensive irrigation schemes
etc. However, thèse measures would seriously impede farmers ability to respond to
producer priée - and exchange stimuli made available as part of the World Bank adjust-
ment programme (see Mosley and Toy; 1988).
Reducing agriculture-supporting expenditures is likely to be more harmful than priée
incentives as such (getting priées right). It is now widely agreed that non-price factors in
agriculture including access to new technology, reliable delivery of inputs, certain
procurement of crops, timely payment of the farmer, adequate rural infrastructure,
availabilit/ of consumer goods etc., are far more determining variables in efforts to
augment agricultural output. Provision of all thèse supporting inputs, nécessitâtes
government expenditures. Cutting down these funds, for the purpose of 'restoring equi-
librium in the balance of payments and reducing public sector déficits' may work coun-
terproductive.
2 IMF policies of lowering credit-ceilings (tightening money supply) and the dévaluation
of the currency are relativily easy to implement and have a direct and strong impact. In
contrast, World Bank structural adjustment program policies seek to change, in a funda-
mental way, economie allocations and incentives in the economy which take much more
time and involve complex interrelations.
For this reason, there exists a real danger that the objectives of more equilibrium in
the balance of payments and a smaller deficit in the public budget are reached loef ore
structural World Bank policies are getting effective. The highly undesirable result of this
a-synchronic process is that the economy is 'balanced' at the high cost of a reduced level
of consumption, production and higher unemployment.
This outcome of IMF stabilisation measures 'outweighing' World Bank structural
reform efforts has occured and is currently named 'adjustment with an inhuman face'
(Ravenhill; 1988 and I.D.S. Sussex, 1988).
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3 The forthrigt manner in which the IMF/World Bank programs are imposed on African
governments is astounding. Due to the generally poor quality of data available, knowl-
edge of the 'working of African économies (especially the informal and parallel markets)
is still very insufficient. Forecasts of the impact of the programs are essentially based on
guesswork and not the result of any scientific analysis of 'Africa's socio-economic real-
ities'. Nevertheless, this is seldom acknowledged by 'experts' designing the programs
(see Hodd; 1986 and R. Browne; 1988). In partkular, the invalidity of a number of sub-
assumptions in the IMF/World Bank strategy is emphasised :
— the supposed existence of integrated and efficiently operating factor and product
markets;
— flexible production structures, allowing a quick response to improved priée incentives
and
— the ability to reallocate domestic resources from consumption to investment, from
home to external markets and from nontradeable to tradeable goods.
In this respect the I.D.S. 1988 study leaves no doubt: 'Unfortunately, in none of the (7)
countries studied are any of the three sub-assumptions even approximately true'; (I.D.S
1988; p.2).
A second field where knowledge is lacking concerns the 'political mechanisms' at
work in African countries. Much of the actions of governments servants and politicians
may seem economically disruptive (for example large subsidies on credit schemes or
subsidized input programs) when wider national objectives are concerned, but become
politically rational and understandable from a viewpoint of personal patronage obliga-
tions which are difficult to escape from (S. Nana-Sinkam; 1988)
4 Another methodological problem is the question of causality. To what extent can
changes in macro-economie variables be ascribed to EMF/World Bank adjustment poli-
cies? As was already noted above, Africa économies are extremely 'open', making them
very vulnérable to extraneous influences such as movements in international commodity
priées, international interest rates etc. IMF/World Bank policies on the other hand are
focused on 'internally controllable economie variables and thus reach only partly the
determining factors of a country's economie performance.
5 IMF/World Bank reform measures cannot work without substantial financial support
from western donors. However, despite the high pressure exercised on African govern-
ments to enter into adjustment programmes, the logical next step, to make available
funds to support the new policies, is not made. On the contrary, donors show an
increasing unwillingness to assist African countries in this way. World Bank (former)
president Clausen's warning, expressed in 1986, unfortunately has not lost its relevance
toda, . 'In the absence of .Jequate financial support, structural reforms cannot be
achieved with growth. Adjustment through further economie contraction is not a feas-
ible alternative in a continent where per capita income levels today are no higher than
they were twenty years ago' (Clausen; 1986).
6 The crucial importance of the availability of financial aid is acknowledged in a study on
the effectiveness of stabilisation policies in 7 African countries (I.D.S. Sussex; 1988)
which concluded among other things: 'In cases where net resource inflows did not rise
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III ADJUSTMENT AND FOOD
SECURITY
REFERENCES:
(e.g. ia Sierra Leone, Togo, Zambia and Madagascar) stabilisation has not been succesful
in its own term. Still less has it restored stable growth or halted genera! détérioration in
the human condition' (p. 1).
Finally, let us examine more in detail what IMF/World Bank programmes do to such a
basic need as 'food security'. The following two observations may clarify the issue.
Since the recovery program refers to macro economie aggregates, the crucial topic of the
pattern of income distribution, or more precisely, the purchlsing'po^er of different
socio-economic groups is not taken into account. This*is an omission because structural
adjustment certainly aflects the distribution of incomes between social groups. More-
over, changes in the skewness of income distribution will be reflected in the structure of
consumption, including food consumption. It is weH-known that Ibw-income groups
have less secure access to food supplies than better-off groups. Therefore any change in
the distribution of income to the detriment of the poorer groups, as a result of adjust-
ment and stabilisation, is likely to harm their ability to acquire food. IMF/World Bank
tend to underestimate the seriousness of such mechanisms as they are concentrating on
aggregate economie indicators (Okoghu; 1987).
IMF/World Bank programmes intend to favour agriculture by shifting domestic
resources towards this sector. A number of policy instruments including dévaluation,
increasing nominal producer priées and reduced government intervention in the sector,
all should contribute to improved agricultural terms of trade and thus less rural-urban
income differentials.
The effect on food supply following a dévaluation would depend on what happens to
relative food/export priées and furthermore whether food is effectively a tradeable
commodity. If food output is reduced as a result of export erop expansion, food priées
are bound to rise. However, total food availability need not decrease when additional
foreign exchange generated this way, are used for food imports. But, empirical évidence
does not confirm such a mechanism to work: in a sample of 30 Sub Saharan countries it
was found that food Imports did not increase as a result of falling national food produc-
tion and consequently total food supplies were diminished (Demery/Addison; 1987).
These findings nevertheless contrast with others which emphasize the complementarity
of food and non-food agricultural production. Countries experiencing higher agricul-
tural experts also did well in food output (and vice versa). It should therefore be
concluded that no clear-cut answers as to the food supply effect of dévaluation exist.
Careful examination of the spécifie country characteristics is required.
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INTRODUCTION In this paper for the Maastricht seminar we would like to stress that our point of view is
a product of years of expérience as development workers in Africa. Most of the
members of KNV gained their expérience working at the grassroot level. They therefore
had continuous contact with the local population in many African countries during
their contractperiods, and worked closely with many NGO's or within these organiza-
tions.
'Sub-Saharan Africa, From Crisis To Sustainable Growth, A Long Term Perspective
Study' shows that the World Bank has tried to learn from the criticisms that have been
made regarding the Structural Adjustment Programmes in Africa. (Below we will name
the report LTPS.)
In Holland KNV has been one of the major critics of structural adjustment in Africa.
In 1985 we criticised a concept-décision of the Dutch ministry of Development Coopér-
ation to abolish the aid to Tanzania because this country failed to achieve an agreement
with the IMF. In 1987 and 1989 we organised big conferences on the social dimensions
of adjustment in Africa.
Before we go on we would like to compliment the World Bank on its new, and in our
view, in many ways better approach to the problems of Africa, especially regarding the
new perspective on the social dimensions of adjustment. The LTPS represents a
synthesis between the adjustment programmes and the previous Basic Needs approach
and thus forms a more useful tooi in attacking the problems of Africa. It tries to build
consensus about what is happening in Africa and what should be done. We hope the
report mobilizes increased support for sustainable development in Sub-Saharan Africa.
Nevertheless it is important to emphasize that a new strategy or theory is easier to
develop than a continent. Practical application will be the touchstone of the concept.
Although they should be mentioned as factors in the overall picture, it is too easy to
blame future shortfalls in the expected sustainable growth on the interna! problems of
African countries, e.g. to military expenditure or corruption, alone.
Given the major importance of the World Bank policies for the peoples of Sub-
Saharân Africa KNV has tried and will try to assess the social impacts of these policies.
Normally this assessment is made by contacting development workers in 'the field' and
African friends we have met during our work in the countries concerned, as well as
